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Medicare Plan Spurs Worst-Case Scenarios 

Health Industry to Use Disastrous Diagnoses to Fight Proposed Cuts 


By Spencer Rich 

Washington Post Staff Writers 

Thomas Jefferson University Hos- 
pital is a huge high-tech teaching hos- 
pital in Philadelphia with 620 beds, a 
major emergency room, an associated 
medical school and projected revenues 
of $420 million this year. 

Hans P. Peterson Memorial Hospi- 
tal is a tiny rural hospital in sparsely 
settled Philip, S.D., (population 1,000) 
with an emergency room and 10 beds, 
most of which are not occupied on any 
given day. 

As hospitals go they are about as 
different as can be, but right now they 
have one thing in common. 

Administrators at both institutions 
are complaining that they will suffer 
severe financial damage if congres- 
sional Republicans succeed in their 
plan to help balance the federal budg- 
et by 2002 by cutting $250 billion to 
$300 billion over the next seven years 
from the growth of Medicare, the fed- 
eral health insurance program for 37 
million aged or disabled Social Securi- 
ty recipients. 

The cuts would push Jefferson in- 
to the red, according to chief finan- 
cial officer Mark Richards. Peterson 
Memorial administrator David Dick 
fears the cuts would force his hospi- 
tal to shut down within the next few 
years, eliminating the only emergen- 
cy-care facility within 85 miles of 
Philip. 

The scope of the proposed cuts is 
unprecedented in the 30-year histo- 
ry of Medicare, far exceeding the 
$56 billion in cuts over five years ap- 
proved in 1993. Medicare is growing 
rapidly and under current law would 
spend a cumulative total of $1.8 tril- 
lion over the next seven years. Hav- 
ing pledged not to touch Social Secu- 


rity or to make substantial cuts in 
defense spending, Republican lead- 
ers have little choice but to signifi- 
cantly slow down the growth of the 
huge health program if they are to 
meet their budget goals. 

The prospect of sharp cuts in 
Medicare payments has alarmed not 
only hospitals but also doctors, nurs- 
es, nursing home operators, the el- 
derly and the disabled — which ex- 
plains why the fight over the GOP 
plan is likely to produce the biggest 
battle of the 104th Congress, with 
hundreds of organizations and lobby- 
ists marshaled in the conflict. 

Such a tremendous wall of resis- 
tance to Medicare reductions has 
developed in such a short time that 
Senate Budget Committee Chairman 
Pete V. Domenici (R-N.M.) last 
Wednesday abruptly canceled the 
start of hearings on a federal budget 
resolution, giving him more time to 
see whether he can win the support 
needed to push the cuts through. 

A look at the finances of Jefferson 
and Peterson Memorial hospitals il- 
lustrates the message that oppo- 
nents of the cuts are sending to Con- 
gress as the Medicare issue — and 
proposed large cuts in Medicaid — 
comes to the fore. 

Jefferson’s Richards is projecting 
a surplus of $14 million on combined 
hospital and medical school opera- 
tions in 1995. “But that will turn into 
a deficit” of several million dollars, 
he said, because of expected deep 
cutbacks in the subsidies Medicare 
pays teaching hospitals for the train- 
ing of interns, residents and other 
medical personnel. 

Jefferson will survive, said Rich- 
ards, but “there will be less tr aining , 
less research; we might have to cut 


back on some programs and special 
services.” 

Dick isn’t as sure his small, rural 
South Dakota hospital can make it. If 
strict caps are put on the growth of 
Medicare, “we’d lose 70,000-some- 
odd dollars and that would put us 
real close to being in the red,” Dick 
said, adding that two-fifths of the 
hospital’s total revenues come from 
Medicare. 

“I can’t say we’d close immediate- 
ly but in three years we might have 
to, because we wouldn’t be a viable 
institution for the community. We 
couldn’t provide equipment and ser- 
vices.” If Peterson closed, an entire 
community would be stranded 85 
miles from the nearest emergency 
room. “In an emergency the first 
hour is usually crucial,” Dick said. 
“It’s called the ‘golden hour’,” and 
during that hour people would die if 
there were no hospital nearby to 
treat them. 

These are worst-case scenarios, 
but it is the worst-case scenarios 
that are being paraded before Con- 
gress to make lawmakers appreciate 
the potential political costs of taking 
on Medicare. 

“Cuts of this magnitude are far too 
severe for the system to handle,” 
says a brochure produced by the 
Federation of American Health Sys- 
tems, which represents about 1,700 
for-profit hospitals. The brochure 
was designed to provide talking 
points for hospital executives visit- 
ing their congressmen. “Don't gut 
Medicare — reform it,” it says. 

Tom Scully, president of the fed- 
eration, said the cuts would lead to 
“massively increased pressure on 
hospitals to reduce your residents, 
to lay off a lot of staff” or to go out of 
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business or consolidate with other 
hospitals. 

Jordan Cohen, president of the 
Association of American Medical 
Colleges (AAMC), an umbrella 
group for the nation’s medical 
schools and 400 major teaching hos- 
pitals, said his group is concerned 
about the prospect of losing as much 
as 60 percent of the $5.2 billion a 
year that teaching hospitals get from 
Medicare for the “indirect” and “di- 
rect" costs of training residents and 
other health professionals. 

“You can’t print money,” said Co- 
hen, so “we talked to 10 of our 
teaching hospitals on this.” The re- 
sult is a list of drastic worst-case 
scenarios that will be presented to 
Congress. The group argues that 
Medicare reductions of the size un- 
der discussion would oblige many 
teaching hospitals to close inpatient 
psychiatric units, trauma units, poi- 
son control centers, neonatal inten- 
sive care units, and much else. 

All in all, said Cohen, the proposed 
cuts are “a disaster as far as main- 
taining these vital services and activ- : 
ities.” 

Nurses also are in an uproar over 
the proposed cuts. On March 31, the 
American Federation of State Coun- 
ty and Municipal Employees 
(AFSCME), which represents 
40,000 registered nurses and li- 
censed practical nurses in both the 
private and public sectors, spon- 
sored a march here to protest what 
Michele Dennis, a registered nurse 
who is an official of AFSCME, called 
“the de-skilling and downsizing of 
the nursing profession” in hospitals, 
nursing homes and other sites. 

Market pressure, she said, is al- 
ready causing nurses to be pushed 
aside in hospitals and other places in 
favor of hospital aides who are unli- 
censed and are paid much less. 

“Medicare cuts will accelerate 
these developments. We’re telling 
Congress. We use to take quality for 
granted — we can’t any more.” 



